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Abstract. Since 1984, New Zealand has restructured its economy that has been largely agrarian and highly 
dependent on guaranteed access to the British market, and now is a more industrialized and balanced market 
economy. The reforms have been so comprehensive that New Zealand is now rated as one of the most open 
and unregulated economies in the world. The reforms, however, also have entailed painful adjustment costs 
as the expected increases in production have taken about a decade to materialize. In the process, popular 
dissatisfaction with both major political parties has emerged and resulted in a much more complex domestic 
political situation. At the same time, despite differences over nuclear weapons, U.S. relations with New Zealand 
remain quite strong. 
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Summary 



Since 1984, New Zealand has restructured its economy, long agrarian and highly 
dependent on guaranteed access to the British market, into a more industrialized and 
balanced market economy. The reforms have been comprehensive; New Zealand now 
is rated as one of the most open and unregulated economies in the world. The reforms, 
however, also have entailed painful adjustment costs as expected increases in production 
have taken about a decade to materialize. In the process, popular dissatisfaction with 
both major political parties has emerged contributing to a more complex domestic 
political situation. U.S. relations with New Zealand are quite strong, despite differences 
over nuclear weapons and lamb imports, and ties will be reconfirmed during President 
Clinton’s visit when New Zealand hosts the APEC economic summit in September 1999. 
This report will be updated periodically. 



Political Developments 1 

New Zealand is a constitutional monarchy with a parliamentary democracy modeled 
after Great Britain. Its single 120-seat legislative body is called the House of 
Representatives, but is more commonly referred to as Parliament. Legislators are elected 
for a maximum term of three years, and a government may call for an election before the 
full term is over. The Prime Minister and all members of the Cabinet must be selected 
from the House of Representatives. Under the unwritten constitution, power is 



1 Sources for this section include Australia, New Zealand and the Pacific Islands, CRS Report 95- 
794 S, July 1995; Economist Intelligence Unit, Country Reports: New Zealand 2 nd Quarter 1999; 
and consultations with New Zealand officials and U.S. experts on New Zealand. 
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concentrated in the central government. Queen Elizabeth II is the Head of State and is 
represented by a Governor-general. 

The two major parties are the Labour Party and the National Party. The National 
Party, conservative and moderately right-wing, took office in October 1990 and was 
narrowly re-elected in 1993 and 1996. National is led by Prime Minister Jenny Shipley and 
has traditionally been sympathetic to agricultural and business interests. 

Labour, which governed from 1984 to 1990, is an unlikely coalition of pragmatic, 
left-wing politicians and radical activists, most notably represented by trade union 
members. Helen Clark, Labour’s leader since 1993, has transformed the party into a 
cohesive opposition that currently is favored to win Parliamentary elections scheduled for 
November 1999. 2 

Popular dissatisfaction with both major parties in the early 1990s resulted in the 
formation of several splinter parties. The most important splinter parties are the New 
Zealand Lirst Party (NZF), formed in 1993, and the Alliance Party, forged in 1991 from 
a coalition of five small parties including the environmentalist Greens. Another party, ACT 
New Zealand, emerged from the Association of Concerned Taxpayers. They espouse a 
radical center-right agenda of tax and spending cuts and are currently a junior partner in 
the National government. 

These splinter parties have appeared attractive to those who have suffered from the 
economic policies of the Labor and National party governments over the past decade. Both 
parties have advocated economic nationalist themes such as restrictions on foreign 
investment and imports. New Zealand First also supports immigration restrictions as well. 3 
New Zealand’s wage rates today are much more differentiated by skill level than they were 
in the mid-1980s, and there is a growing gap between the wealthy and the poor. A decade 
of restructuring and downsizing, both in the government and private sector, has increased 
the insecurity of many workers. The perception that reforms have benefitted the wealthy 
has created resentment against immigrants, particularly Asians that make up the new 
business and financial elite. 

A 1993 referendum changed New Zealand’s electoral system to a mixed- member 
proportional system (MMP). This method provides more opportunities for smaller parties 
to win seats in Parliament. Noting current public and business dissatisfaction with MMP 
as a source of government instability, the National Party has pledged referendums on 
alternative suffrage systems or a return to the previous “first-past-the-post” system. 

The October 1996 general election, the first to be held under the new electoral system, 
failed to produce a clear winner. 4 As a result of this electoral deadlock, National and NZF 



2 “MP’s Chipper in the Face of History,” Sunday Star Times (Auckland), July 18, 1999. 

3 The National Party government eased the entry requirements for wealthy and skilled immigrants 
in the early 1990s. It has since tightened up English language to deflect political attacks from NZF. 

4 The current makeup of the House of Representatives is National (44 seats), Labour (37 seats), 
New Zealand First (8 seats), Alliance Party (12 seats), ACT New Zealand (8 seats), Maori Pacific 
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